R-16-020

RESOLUTION

AUTHORIZING AN AGREEMENT TO RESTRUCTURE THE DEBT OF
CLOCKTOWER HOUSING ASSOCIATES LIMITED PARTNERSHIP

CITY OF NASHUA

In the Year Two Thousand and Sixteen

WHEREAS the city is the holder of two promissory notes, as amended, made by
Clocktower Housing Associates Limited Partnership (“Clocktower™), including one in the
original principal amount of $10,944,072.02 and one in the original principal amount of
$6,259,267 (the “Notes™);

WHEREAS the Notes are secured by a housing development grant (“HDG”) mortgage,
dated September 20, 1989, recorded at the Hillsborough County Registry of Deeds at Book 5169,
Page 206, amended on February 9, 1990 and recorded at Book 5169, Page 225, and further
amended on December 14, 1995 and recorded at 5685, Page 696 (collectively, the “HDG
Mortgage™); and

WHEREAS the HDG Mortgage is recorded in third priority position behind other
mortgage security totaling $17,652,000, and Clocktower has the opportunity to refinance and
restructure the first and second prior loans by obtaining a new loan in the approximate amount of
$13,500,000 (“New Loan™) with a new lender provided that the city (i) subordinates the
indebtedness evidenced by the Notes to the New Loan, (ii) subordinates the HDG Mortgage to be
in second priority position behind a new mortgage which will secure the New Loan and an
existing $11,220,000 loan to Clocktower, Phase 1 (Nashua Plaza Housing Associates Limited
Partnership), and (iii) agrees to certain modifications of the Notes, including adjustments to the
repayment provisions and an extension of the maturity date of the Notes to June 30, 2056.

NOW. THEREFORE, BE IT. RESOLVED by the Board of Aldermen of the City of
Nashua that the Mayor is authorized to execute the attached “Agreement Regarding HDG
Construction Loan Note” to modify the repayment provisions and extend the term for repayment
of the Notes, and subordinate the Notes and HDG Mortgage to Clocktower’s new lender.
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Authorizing an agreement to restructure the debt of
Clocktower Housing Associates Limited Partnership

Mayor Jim Donchess

Upon the close of the debt restructuring transaction, the City of
Nashua will move from third priority to second priority
position by agreeing to extend the term for repayment by an
additional 26 years. The City will also receive at least $500,000
at the time of the refinancing.

ANALYSIS

Clocktower Housing Associates Limited Partnership owes money to the City of Nashua lent to it
primarily from Housing Development Grant funds. The City has a mortgage securing that debt, but it
is the third lien on the property. Clocktower has an opportunity to refinance the senior debt, but needs
the City to extend the terms of its Notes and accept a second secured position. The City will also
receive a payment of at least $500,000 at the time of the refinancing. A memorandum from
Clocktower’s attorney outlining the transaction is attached to this resolution.

Approved as to form:

Office of Corporation Counsel

By: WQ/} C@QA//ZL
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MEMORANDUM

To:  Dorothy Clarke, Esq.

From: Andrew A. Prolman, Esq.

Date: March 9, 2016

Re:  Clocktower Place Phase II Refinance

Please disregard my February 2, 2016 Memo to Mayor Donchess; it was prepared prior to
Clocktower establishing the structure of its refinancing.

Ed Brice is working toward refinancing Clocktower Place. Current debt is as follows:

1t Mortgage: $4,500,000 +/- Walker & Dunlop, LLC
2" Mortgage: $13,000,000 +/- Nashua Commercial Loan Holdings, LLC
3" Mortgage: $10,944,000 City of Nashua

Payment on the 2™ and 3™ Mortgages are only made from “surplus” cash after payment of the
first mortgage and costs associated with the property. Payments to the City have been nominal -
$10,000 to $25,000 historically, past few years have been $0.

We are trying to structure similar deal as we had in 2011, but with different numbers:

New Loan: $13,500,000 M & T Bank/Fannie Mae
2" Mortgage: $10,944,000 City of Nashua

Goals;

Preserve 55 low income housing units
Payment to City of a portion of the net proceeds in exchange for subordinating to
New Loan and modification to HDG Note

¢ Move the City’s mortgage into second priority position
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Proposal:

o Subordinate the City’s Mortgage to the New Loan and the 2015 Clocktower Phase I
loan of $11,220,000.

e Modify payment terms and extend the maturity date of the HDG Note

o Pay Nashua not less than $500,000 in consideration of the City’s continued
cooperation with Clocktower Place

Thank you.

Cc:  Clocktower Place

Attachments:

1. Agreement Regarding HDG Construction Loan Note

2, Exhibit A — Second Amendment to HDG Construction Loan Note

3. Exhibit B ~ Third Amendment to HDG Construction Loan Mortgage
4, Exhibit B-I — Subordination Agreement

5. Exhibit C — Standby Agreement

6. Exhibit C-1 — Estimate of Net Proceeds

7. Exhibit D — First Amendment to Development Note



AGREEMENT REGARDING
HDG CONSTRUCTION LOAN NOTE

This Agreement Regarding HDG Construction Loan Note (“Agreement”) is made this

day of , 2016 between the City of Nashua, a New Hampshire

municipal corporation with an address of 229 Main Street, Nashua, New Hampshire 03060 (the
“City”) and Clocktower Housing Associates Limited Partnership, a New Hampshire limited

partnership with an address of P.O. Box 290521, Boston, Massachusetts 02129 (“Clocktower”).

RECITALS

A. The City is the holder of the November 20, 1989 HDG Construction Loan Note,
made by Clocktower, in the original principal amount of $10,944,072.02, as amended by the
First Amendment to HDG Construction Loan Note, dated February 9, 1990 (the “HDG Note”);

B. The City’s HDG Note is secured by Clocktower’s HDG Construction Loan
Mortgage, dated September 20, 1989, and recorded at the Hillsborough County Registry of
Deeds at Book 5169, Page 206, and as amended by First Amendment to HDG Construction Loan
Mortgage, dated February 9, 1990, and recorded at the Hillsborough County Registry of Deeds at
Book 5169, Page 225, as further amended by the Second Amendment to HDG Construction
Loan Mortgage, dated December 14, 1995, and recorded at the Hillsborough County Registry of
Deeds at Book 5685, Page 696 (collectively, the “HDG Mortgage”) which covers certain
property owned by Clocktower and more thoroughly described therein (“Clocktower Property™);

C. The HDG Mortgage also secures the Development Note in the original principal

amount of $6,259,267 as further described in Section 7, below.



D. The HDG Mortgage is recorded in third priority position behind: (1) Clocktower’s
first mortgage to Walker & Dunlop, LLC in the approximate amount of $4,559,607.67 as of
February 28, 2016; and (2) Clocktower’s second mortgage to Nashua Commercial Loan
Holdings in the approximate amount of $13,152,910.30 as of December 31, 2015.

E. Clocktower currently has the opportunity to refinance and restructure its debt with
M & T Realty Capital Corporation (“New Lender”) through a new loan in the approximate
amount of $13,500,000 (“New Loan”) backed by the Federal National Mortgage Association
(“Fannie Mae”). Security for the New Loan will include a mortgage on the Clocktower Property
(“New Mortgage”). The New Mortgage will also secure a loan in the original principal amount
of $11,220,000.00 made by New Lender and assigned to Fannie Mae to provide financing for the
property adjacent to the Clocktower Property (“Nashua Loan”). In order to provide the New
Loan, New Lender is requiring that the City: (i) subordinate the indebtedness evidenced by the
HDG Note and the Development Note to the New Loan, (ii) subordinate the HDG Mortgage to
the New Mortgage, and (iii) agree to certain modifications to the HDG Note, the Development
Note and HDG Mortgage.

F. The New Loan is intended to fully payoff Walker & Dunlop, LLC, fully pay off
Nashua Commercial Loan Holdings, LLC for an agreed sum, and move the City’s HDG
Mortgage into a second priority position behind the New Mortgage.

G. Clocktower has requested and the City has agreed to assist in Clocktower’s
refinance as set forth below.

NOW THEREFORE, in consideration of the sum of ten ($10) dollars, and for other good
and valuable consideration, the receipt and sufficiency of which is acknowledged, the parties

agree as follows:



l. HDG Note Balance. Clocktower certifies that as of December 31, 2015, the

outstanding balance of principal and accrued interest of the HDG Note is $13,367,098.

2, Conditional Agreement. The City’s obligations under this Agreement are subject
to approval of the Clocktower refinance by other parties including but not limited to the New
Lender and Fannie Mae. The City shall have no obligation to act in accordance with this
Agreement unless and until Clocktower’s refinance is approved.

3. HDG Note Modifications. The City agrees it will modify the HDG Note payment
schedule required by the refinance and extend the term of the HDG Mortgage approximately
twenty four years from June 30, 2032 to June 30, 2056. Attached as Exhibit A is the proposed
Second Amendment to HDG Construction Loan Note, which Clocktower shall deliver and the
City shall accept upon Clocktower’s closing with the New Lender.

4. HDG Loan Subordination. The City agrees to subordinate the indebtedness
evidenced by the HDG Note, together with the HDG Mortgage and all other security of the HDG
Note to the New Loan and the New Mortgage, provided the City will be in a second priority
position after subordination. Attached as Exhibit B is the proposed Third Amendment to HDG
Construction Loan Mortgage which Clocktower and the City shall accept upon Clocktower’s
closing with the New Lender. Attached as Exhibit B-1 is the proposed form of Subordination
Agreement. The Subordination Agreement includes the City subordinating it HDG Mortgage to
the New Mortgage which secures both the New Loan and the Nashua Loan. The City and
Clocktower acknowledge that the New Lender and/or Fannie Mae must approve the attached
form and may also require additional documents to be executed with closing to secure the
respective positions described in this Agreement, and the parties agree to cooperate to secure the

terms of this Agreement and Clocktower’s New Loan.



5. Payment to City. In consideration of the City’s assistance and cooperation with
Clocktower’s refinance as described in this Agreement, Clocktower shall pay the City ten (10%)
percent of the Net Proceeds as defined in Section 7 of the Standby Agreement between
Clocktower and Nashua Commercial Loan Holdings, LLC (attached as Exhibit C), but in no
case less than $500,000 due at the closing of the refinance. An estimated statement of Net
Proceeds from Clocktower’s proposed refinance is attached as Exhibit C-1.

6. Future HDG Mortgage Subordination. The City agrees to subordinate the HDG
Mortgage to future refinancing of the New Loan provided (a) any future refinancing shall be no
greater than the New Loan, plus property capital need expenses, plus typical closing costs; and
(b) any future refinancing shall maintain the current number low income housing requirements
pursuant to the October 1, 1989 Land Use Restriction Agreement and other such regulatory

agreements.

7. Amendment of Development Note. Warner Services, Inc., a Massachusetts

corporation, as a General Partner of Clocktower earned a development fee for the Clocktower
project, reflected in a Promissory Note from Clocktower to Warner Services, Inc., dated August
1, 1991, in the original principal amount of $6,259,267.00 (*“Development Note”). On December
14, 1995, Clocktower assigned the Development Note to the City as reflected in the Second
Amendment to HDG Construction Loan Mortgage. The parties now agree to amend the
Development Note to (1) extend the maturity date to June 30, 2056; and (2) provide that
principal and interest payments on the Development Note shall be paid only after the HDG Note
is paid in full. Attached as Exhibit D is the Amendment to the Development Note.

8. Development _Loan Subordination. The City agrees to subordinate the

indebtedness evidenced by the Development Note, together with the HDG Mortgage and all



other security for the Development Note to the New Loan and the New Mortgage, provided the
City will be in a second priority position after subordination. The proposed form of
Subordination Agreement attached as Exhibit B-1 includes these subordination provisions. The
City and Clocktower acknowledge that the New Lender and/or Fannie Mae must approve the
attached form and may also require additional documents to be executed with closing to secure
the respective positions described in this Agreement, and the parties agree to cooperate to secure
the terms of this Agreement and Clocktower’s New Loan.

9. City’s Legal Fees. Clocktower shall pay the city’s legal fees and costs associated

with this Agreement, to a maximum of $5,000.

Signature page follows.






